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the bill on the patient’s behalf, just as insur-
ance companies pay medical bills on the pa-
tient’s behalf now. The difference is that com-
plicated and expensive formulas for patient co-
payments, coinsurance, and deductibles in ad-
dition to premium costs are eliminated.

The standard benefit package is in fact ex-
tremely generous. It covers all inpatient and
outpatient medical services without limits on
duration or intensity except as delineated by
outcomes research and practice guidelines
based on quality standards. It provides for
coverage of comprehensive long-term care,
dental services, mental health services and
prescription drugs. Cosmetic procedures and
other “frill” benefits such as private rooms and
comfort items are not covered.

The extent of State discretion is substantial.
The Federal budget is divided into quality as-
surance, administrative, operating, and medi-
cal education components. The system is fi-
nanced 86% by the Federal Government and
14% by the States. That Federal pie is then
apportioned among the States. For example,
States with large elderly populations can be
expected to require a larger volume of higher
intensity services and will receive a larger
Federal contribution. However, the States are
free to determine how that money is allocated
among types of providers and to negotiate
those allocations according to the State’s indi-
vidual needs, provided Federal standards are
met. The ability of HMO's to operate and com-
pete on a capitated basis is preserved.

The States must demonstrate the efficacy of
their methodologies or Federal models will be
imposed. However, States are not required to
seek waivers in advance. While the Federal
Government will not make separate allocations
to states for capital and operating budgets, the
states are free to allocate capital separately to
assure adequate distribution of resources
throughout the State and to develop their own
mechanisms for doing so.

The financing package reflects the CBO
scoring of this bill's predecessor, H.R. 1200, in
the 103d Congress. The numbers were pro-
vided by the Joint Committee on Taxation
[JCT] on the basis of the CBO scoring. Ac-
cordingly, the Bill is fully financed. In fact, JCT
estimates that the American Health Security
Act will lead to deficit reduction approximating
$100 billion per year by the year 2004.

Everyone will contribute to the health insur-
ance system, except the very poor. Employers
will pay 8.7 percent of payroll and individuals
will pay 2.2 percent of their taxable income. A
tobacco tax equal to $0.45 per cigarette pack
is also imposed. These payroll deductions are
lower than current insurance costs for most
businesses and individuals, even while provid-
ing universal coverage and a more generous
benefit package than exists in the private mar-
ket today. The key is that the money nec-
essary to provide coverage to people who
cannot afford it comes from the administrative
savings achieved through the elimination of
the insurance company middle man. Ameri-
cans are freed from the hassle of obtaining
and keeping their insurance and have a fed-
eral guarantee that their health care costs will
be paid for, regardless of who their employer
is, where they move, or how their personal or
family situation changes.

In addition to providing realistic and afford-
able financing, the Bill provides quality assur-
ance mechanisms that enhance systemwide
quality and truly protect the consumer. It at-
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tempts to end the interference between doctor
and patient. It establishes a system of profiling
practice patterns to identify outliers on a sys-
tematic basis. Pre-certification of procedures
and hospitalization—getting permission from
insurers before your doctor can treat you—is
prohibited except for case management of cat-
astrophic cases.

Practice guidelines and outcomes research
are emphasized as the main quality and utili-
zation control mechanisms which gives physi-
cians latitude to deviate from cookbook medi-
cine where required for individual cases with-
out going through intermediaries. Only if prac-
titioners consistently deviate are they subject
to review to ascertain the basis for the pattern
of practice. This system includes mechanisms
for education and sanctions including case-by-
case monitoring when the review indicates se-
rious quality problems with a specific provider.

The need for a 1:1 ratio of primary care
physicians to specialists is explicitly set forth.
Federal funding to graduate medical education
is tied to achieving this ratio. Funding to the
National Health Service is also provided to
achieve this goal.

Special grants are provided to meet the
needs of underserved areas through en-
hanced funding to the community health cen-
ters, both rural and urban, to enable outreach
and other social support mechanisms. In addi-
tion, states have discretion to make special
payment arrangements to such facilities to im-
prove local access to care. It is anticipated
that the revenue streams established for the
public health service, community health cen-
ters, and education of primary care providers
will double the primary care capacity of rural
and other underserved areas in this country.

In summary, the American Health Security
Act will provide all the citizens with the health
care they need at a price both they and their
country can afford. It is clear that we cannot
afford the price of doing nothing.

WILLIAM J. ““BUD”” FLANAGAN
ADMIRAL, U.S. NAVY, RETIRED

HON. OWEN B. PICKETT

OF VIRGINIA
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mr. PICKETT. Mr. Speaker, | rise today to
recognize and applaud the career of Adm. Wil-
liam J. “Bud” Flanagan, Jr. Admiral Flanagan
retired on February 1, 1997, after 29 years of
service, having successfully served in several
of the Navy’'s most demanding jobs and con-
cluding that service as the Commander in
Chief of the U.S. Atlantic Fleet. “Bud Flana-
gan”, the private citizen, has moved on to new
and exciting challenges. “Admiral Flanagan”,
Naval career officer, left a legacy of unique
accomplishments and an impact on the Atlan-
tic Fleet, Southeastern Virginia, and the Navy
at large that invites our praise and deserves
our applause.

| first came to know Admiral Flanagan in
1987, when he served as Navy's Deputy Chief
of Legislative Affairs to the House of Rep-
resentatives. He worked tirelessly to represent
the U.S. Navy and facilitate the Department's
liaison with the Congress. After successfully
meeting his responsibilities as Commander of
Destroyer Squadron Five, he returned to
Washington and served from 1988 to 1991 as
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the Department of the Navy’s Chief of Legisla-
tive Affairs. Following that tour, in 1992 Bud
was assigned command of the U.S. Second
Fleet. In 1994, he was nominated to the rank
of Admiral and assigned Commander in Chief
of the U.S. Atlantic Fleet.

| have had the pleasure of working with and
knowing some of this nation’s finest military of-
ficers in all branches of the armed forces, and
| include Bud Flanagan in that honored com-
pany. He is a noted operational strategist, an
“operator's operator”, who brought a distinc-
tive combination of vision, strength and hu-
manity to the various responsibilities he car-
ried out, in and out of Washington. | worked
with him on many issues impacting the second
district of Virginia and the Tidewater region.
Bud was unfailing in his genuine concern for
the welfare of the communities where he com-
manded and the Navy he led and loved. Admi-
ral Flanagan developed innovative solutions to
community needs, most especially for the
Tidewater region, as our community moved to
address the changing demands of the next
millennium. Admiral Flanagan’s initiatives, all
of which were innovative, ranged from working
intermodal transportation issues; housing ini-
tiatives for sailors and marines that would fa-
cilitate home ownership, public/private ven-
tures to facilitate local economic development
and modernization of Naval Base Norfolk, and
the application of business practices in the
management of the fleet. Bud’'s innovative
ideas saved taxpayers and the Department of
the Navy millions of dollars. These were just
the latest in a series of contributions that have
been the hallmark of Admiral Flanagan’'s ca-
reer.

Today | say congratulations to an outstand-
ing career that made a real difference in the
lives of many Americans. | extend my
sincerest best wishes to the Admiral and his
family in the next phase of their life’s journey.
I know whatever Bud Flanagan decides to ac-
complish, he will be successful. Fortunately,
despite retirement, the Admiral remains a true
Virginian, maintaining a home in Eastville, VA.
Fair winds, following seas and Happy Birth-
day.

MIDDLE EAST PEACE DEPENDS ON
ECONOMIC DEVELOPMENT

HON. JAMES P. MORAN

OF VIRGINIA
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mr. MORAN of Virginia. Mr. Speaker, | rise
to express my support for more projects like
the new Marriott Hotel to be built on the
beachfront in Gaza. | offer the recent essay by
my constituent, Mr. Ralph Nurnberger, from
the Christian Science Monitor (3/6/97), as an
excellent recognition of the need for more tar-
geted economic aid to the West Bank and
Gaza. As Mr. Nurnberger states, * . the
real test of the peace process is how it affects
the daily lives of Israelis and Palestinians. If
substantive and visible improvements do not
result, no international agreements can suc-
ceed.” He is absolutely right. Only the devel-
opment of a strong economic infrastructure will
ensure that progress and peace will succeed.
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[From the Christian Science Monitor, Mar. 6,
1997]
NOT A HEARTBREAK HOTEL
(By Ralph Nurnberger)

The day before he left for his official visit
to the United States, Yasser Arafat presided
over the groundbreaking ceremony for a
Marriott Hotel to be built on the beachfront
in Gaza.

This project says, symbolically, that the
Middle East peace process might, finally,
produce tangible benefits for the people in
the area, especially through direct involve-
ment of the private sector. The construction
and later operation of this hotel will provide
employment for hundreds of Palestinians. It
will contain a modern commercial center to
enable international visitors and Palestin-
ians to conduct business as it is done else-
where in the world. The project will include
a self-contained telecommunications center
for international calls, faxes, and e-mail as
well as excess telephone capacity for the
local market.

This project will be the first major Amer-
ican private sector involvement in Gaza. The
total investment will be approximately six
times more than all other American invest-
ments in Gaza—combined!

While diplomatic achievements are essen-
tial, the real test of the peace process is how
it affects the daily lives of Israelis and Pal-
estinians. If substantive and visible improve-
ments do not result, no international agree-
ments can succeed. For the majority of Is-
raelis, the key element is security. Israelis
must feel safe riding buses, shopping in
malls, and sending their children to schools.
If random acts of violence occur, they must
be assured that the Palestinian Authority
will work with Israeli officials to find and
prosecute the terrorists.

PEACE DIVIDEND: LOWER INCOMES

Although more Israelis have been Kkilled
through terror attacks since the Sept. 13,
1993, signing than in any comparable period,
it appears that the Palestinians finally un-
derstand their responsibility to work with
Israelis to enhance security concerns. The
test for most Palestinians is whether the
peace accords will result in an improved
quality of life. Developing a thriving econ-
omy that provides new employment opportu-
nities will not only minimize hatreds and
tensions, but will also bring about the prom-
ise of a new life.

Rather than growing to absorb these work-
ers, the Palestinian economy has declined
over the past two years. Thus, workers have
fewer opportunities to find employment
within Palestinian areas. The unemployment
rate in Gaza, always high, is now estimated
at approximately 50 percent, with the rate in
the West Bank estimated at 30 percent. Un-
employment is highest among young, single
men—the most likely recruits for terror-ori-
ented groups.

BIG AID PLEDGES, LITTLE FOLLOW-THROUGH

The US hosted an international meeting on
Oct. 1, 1993, at which $2.4 billion in assistance
to the West Bank and Gaza was pledged.
Most of these funds have not been delivered
or have been diverted from long-term
projects to emergency programs and costs of
running the Palestinian Authority.

The United States committed $500 million,
of which $75 million annually for five years
is managed by the Agency for International
Development (AID). The other $125 million
was to come from the Overseas Private In-
vestment Corporation (OPIC) to assist Amer-
ican investors through a combination of
loans, loan guarantees, and political risk in-
surance.

AID has assisted a number of worthwhile
projects, including $12 million for construc-
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tion of six housing units with 192 apartments
in Gaza called Al Karam Towers. AID is also
helping to improve uses of scarce water re-
sources and assisting private sector eco-
nomic growth through technical assistance,
training, loans to local firms, and establish-
ment of industrial parks. But AID funds have
been diverted from long-term projects to
help in establishing Palestinian self-rule.
For example, AID committed $2 million to
support local elections in the West Bank and
Gaza, and to assist Palestinians in promot-
ing more responsible and accountable gov-
ernance.

AID has minimized help for the agricul-
tural sector, the one area where Palestinians
could immediately develop profitable ex-
ports, especially under a new Free Trade
Agreement with the US. Allocating addi-
tional funds to farm exports would be cost
efficient.

OPIC made a major effort to seek private
sector projects to assist or insure. But most
private investors have avoided Gaza, so OPIC
funds committed to date have been modest.

Mr. Arafat would be wise to stress the solv-
ing of such economic problems as a prime
way to reduce tensions, improve the quality
of life, and enhance opportunities for peace.
He should build on momentum from the
hotel project and stress the need for private
sector involvement in the Palestinian econ-
omy.

THE IMPORTANCE OF ORPHAN
DRUG RESEARCH

HON. NANCY L. JOHNSON

OF CONNECTICUT
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mrs. JOHNSON of Connecticut. Mr. Speak-
er, | am pleased to introduce today, along with
my distinguished senior colleague from the
Ways and Means Committee, ROBERT MATSUI,
the orphan drug tax credit of 1997, legislation
to extend this credit permanently. Similar leg-
islation was recently introduced in the Senate
by Senators ORRIN HATCH and MAX BAucus.

In 1983, the Congress enacted legislation
that granted a 50-percent tax credit to bio-
medical research companies for the clinical
testing of drugs used to treat rare diseases
with limited commercial potential, commonly
referred to as orphan drugs. Because the
process of research, development, and ap-
proval for new pharmaceuticals is so costly,
the small market for a drug discourages drug
companies from undertaking it. Often, drugs
designated as orphan drugs are for conditions
that affect as few as 1,000 persons in the
United States. This means that without some
incentive there is simply no possibility for a
firm to profit from its decisions to develop
drugs that treat these diseases.

This legislation, in conjunction with orphan
drug market exclusivity, has been successful
in encouraging the type of narrow research
critical to finding answers to the many ques-
tions posed by rare diseases. Currently, there
are approximately 600 drugs that have re-
ceived orphan drug designation and more than
100 of those have been approved for market-
ing. Because of the orphan drug legislation,
we now have drugs to treat such diseases as
cystic fibrosis, hepatitis B, multiple sclerosis,
renal cell carcinoma, and pituitary dwarfism.

The bill we are introducing today would
make the orphan drug tax credit, which is set
to expire May 31, 1997, permanent. Uncer-
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tainty over the future of the tax credit has
caused a significant decline in the investment
of capital in the biotechnology industry. The
bill would also maintain a change made to the
credit in last year's legislation to allow compa-
nies to carry the tax credit back or forward
pursuant to section 39 of the Internal Revenue
Code. Most of the companies engaged in re-
search or orphan drugs do not qualify for the
tax credit. Under current law, a company can
only claim a credit against their current year
tax liability. Since most companies involved in
orphan drug research are biotechnology firms
that are still developing and have yet to mar-
ket a product, they have no tax liability against
which to claim the tax credit. This structural
change would allow a developing company,
such as a biotechnology firm, to use the tax
credit at such time that it had a tax liability.

| am pleased to note that this bill is en-
dorsed by leading patient groups and national
organizations including; the Biotechnology In-
dustry Organization, the National Organization
for Rare Disorders, Inc. [NORD], the National
Multiple Sclerosis Society, and the Leukemia
Society of America.

| urge my colleagues to support this impor-
tant legislation and | look forward to its prompt
approval by the Congress.

FRANCHISE BILL OF RIGHTS

HON. GARY L. ACKERMAN

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES

Thursday, March 20, 1997

Mr. ACKERMAN. Mr. Speaker, | am calling
to the attention of the Congress today legisla-
tion that | have introduced which would ensure
that franchisees be guaranteed their fair and
equitable rights for the franchises that they
have developed through extraordinary work
and sacrifice. Our main streets through out
America are populated by a wide variety of
franchises today. They are a significant com-
ponent of businesses for working families and
in middle-income communities. These busi-
nesses are also threatened due to the inequi-
table balance of power between the franchisee
and franchisor.

Franchisors should not be allowed to simply
pull the rug out from under franchisees who
have been working diligently and successfully
in promoting the parent company’'s product.
Some value must be assigned to the years of
hard work, expertise, and equipment that has
been invested in the franchise business. Cur-
rent law, both at the State and Federal level,
does not sufficiently address this problem.

The current crisis facing the Canada Dry
and Coors distributors in the New York metro-
politan area is a very clear illustration of this
problem and over 300 jobs could be lost for
our region if the rights of franchisees are not
protected. After building up distribution routes
for Canada Dry and Coors over many years,
and investing up to $250,000 per distribution
route to buy the equity rights to their fran-
chises, these distributors now face the termi-
nation of their livelihoods. The parent compa-
nies in New York have now taken the position
that the distributors own nothing, despite their
prior commitment to the distributors that they
had equity ownership. The distributors deserve
much of the credit for making these routes
more profitable. This legislation would make it
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